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L INTRODUCTION

This appeal concerns the Universal Service Administrative Company’s (USAC or
Administrator) decision to take back funding awarded to Access Integration Specialists (AIS) for
its work on the lowa Rural Health Telecommunications Program’s (IRHTP) project pursuant to
the Universal Service Rural Health Care Pilot Program (RHC Pilot Program).! In 2009 and
2012, AIS received awards (FRNs 41446 and 63145) to perform Quality Assurance Inspection
Services for the project which sought to connect 88 rural hospital sites to [owa’s existing fiber
network. AIS performed those services and the IRHTP project has been, up to this point, an

overall success. Now, USAC seeks to recoup the monies paid to AIS for its services based on

! HCP Name: lowa Hospital Association
HCP Number: 17226



alleged violations of FCC’s competitive bidding rules. These alleged violations rely on
speculation, have no basis in the record and fail to appreciate the actual circumstances involved.

Accordingly, pursuant to 47 C.F.R. §§ 54.719(b) and 55.702(a), AIS seeks de novo
review of the Administrator’s decision and, for the reasons stated herein, respectfully requests
that the Wireline Competition Bureau (WCB) reverse this decision, or, in the alternative, grant a
waiver pursuant to 47 C.F.R. § 1.3.

1L BACKGROUND

IRHTP was formed in 2010 to “connect willing hospitals and other providers in Iowa and
surrounding states to a dedicated broadband fiber network using existing lowa Communications
Network (ICN) infrastructure.” Since the beginning, this project contemplated the use of ICN’s
network as a “backbone.” Indeed, IRHTP’s project was unique to the RHC Pilot Program in that
Iowa already had a state-owned fiber network that extended to all 99 Iowa counties. Unlike
other projects, IRHTP contemplated construction of additional fiber to add to this network, rather
than buying leases to accomplish the goals of the Pilot Program.

Anthony Crandell, owner and principal associate of AIS had substantial knowledge of
ICN’s network. He began working for the State of Iowa in 1978 as a project manager in the
Communications Division of General Services. He then continued working in this role for ICN
when it was formed in 1994.> In 2002, Mr. Crandell began doing project management work and
RFP drafting for other entities.* In 2006, his business, Access Integration Specialists (AIS)

entered into a three-year contract with ICN to perform project management services as needed

? See lowa Rural Health Telecommunications Program Network Plan (Oct. 2013), available at
http://www.usac.org/_res/documents/rhe/pdf/tools/HCF-Posted-Services/17226_NetworkPlan-01.pdf
(Attachment A).

3 See Affidavit of Tony Crandell at § 5, 6 (Attachment B).

4 See Affidavit of Tony Crandell at § 7, 8.



and requested as an independent contractor.” Art Spies, Project Coordinator for IRHTP,

recognized Mr. Crandell’s specialized skill-set and experience, and requested his assistance with
drafting the RFPs for the RHC Pilot Program funding awarded to IRHTP in 2008.° Mr. Crandell
agreed. Contrary to the Administrator’s decision, Mr. Crandell was not in charge of

"7 This was Mr. Spies’s role as the Project

“implementing and executing the IRHTP.
Coordinator, as well as the Steering Committee’s role. Mr. Crandell was not a part of the
Steering Committee and only served as a resource to IRHTP based on his technical expertise.
One of the RFPs Mr. Crandell assisted in drafting for IRHTP was RFP 08-001.% This
RFP included two parts — one for outside plant fiber installation (Part I) and the other for quality
assurance inspection services (Part II), including overseeing and monitoring the installation of
the fiber optic facilities being procured under Part I. Vendors could not be awarded both parts.’
RFP 08-001 was posted on August 1, 2008.'" The Quality Assurance Inspection Services
section (Part II) required vendors to submit “one firm fixed price for the oversight inspection of

the[ ] 94 sites over a three-year period.”!' The firm fixed price had to include the fee, travel,

lodging, meals, communications, office supplies, and other specific requirements to do the job.

5 See Affidavit of Tony Crandell at § 9.

¢ IRHTP was awarded approximately $9.95 million under the Rural Health Care Pilot Program. See In
the Matter of Rural Health Care Support Mechanism, WC Docket No. 02-60, Order, FCC 07-198, 22
FCC Red 20360 (2007) (Pilot Program Selection Order) at Appendix B (providing maximum support
amounts of $3,316,320.18 per year for 3 years) (Attachment C). This award was made public.

7 See Administrator’s Decision on Rural Health Care Program Appeal (Jan. 27, 2016) (hereinafter
Administrator’s Decision) at 2, 3, 5 (Attachment D).

¥ See RFP 08-001 (Attachment E).

? See RFP 08-001 at 3 (“Vendors may submit proposals for both Parts One and Two. However, a Vendor
cannot be awarded both Parts. A Vendor submitting a bid for Part 11, will not be awarded a contract if the
Vendor has any business relationship with the Vendor awarded Part | of this RFP.").

' RFP 08-002 was also issued around this time with bid proposals due on September 5, 2008.

11 See RFP 08-001 at 19-20.



The bid response had to contain the total three year costs and expenses. A Vendors Conference
was held on August 12, 2008 and proposals were due by September 12, 2008.

IRHTP’s steering committee met on November 12, 2008, to review the bid proposals for
RFPs 08-001 and 08-002."> Mr. Crandell was present at this meeting as “staff” to answer any
technical questions the Committee had.!*> RFP 08-001 received 16 bids for fiber installation
(Part I) and 2 bids for Quality Assurance Inspection Services (Part II). RFP 08-002 received 12
bids. Awards were made for the fiber installation and RFP 08-002.'* The bids received for
Quality Assurance were $2.3 million by AT&T and $1.3 million by Adesta. The Committee
rejected these bids outright as they exceeded the remaining budget. The November 12, 2008
minutes do not suggest other aspects of the budget were discussed, such as the amount of the
remaining budget or what percentage had been designated toward Quality Assurance Inspection
Services. Because the bids were over budget, the Committee then discussed ways to reduce the
cost of quality assurance services. They concluded that constant supervision was not necessary
based on various factors and that periodic supervision would be sufficient.’> Therefore, the
Committee declined to issue an award on Part II and decided to issue a separate RFP instead.

Shortly thereafter, Mr. Crandell inquired whether AIS would be eligible to bid on the
second RFP.'® Mr. Spies discussed this with IRHTP’s USAC coach, Barbara Sheldon. Ms.
Sheldon informed Mr. Spies that it would not be a problem as long as Mr. Crandell did not assist

in drafting that specific RFP. Mr. Crandell, therefore, did not assist with drafting RFP 09-002,

12 See IRHTP Steering Committee Minutes of November 12, 2008 (Attachment F).

13 See id.

' Notably, one of the awards for Part I went to Adesta, making it ineligible for a Part Il award. See RFP
08-001 at 3.

15 See IRHTP Steering Committee Minutes of November 12, 2008.

16 See Affidavit of Tony Crandell at § 20.




the second Quality Assurance Inspection Services RFP.!” Spies and IRHTP relied on Ms.

Sheldon’s representation in informing Mr. Crandell that AIS could bid on the subsequent Quality

Assurance Inspection Services RFP.

RFP 09-002 was posted on July 8, 2009. The RFP noted that RFP 08-001 was available

upon request."® RFP 09-002 was different from RFP 08-001 in the following aspects:

e Describing the quality assurance inspection services as supplemental or “spot-checking,”
problem resolution, site coordination and completing the link-segment checklists rather
than “continuous over sight at each construction location any time the contractor is

working on site.”"?

e Providing the exact number and locations of the sites requiring quality assurance

inspection services.

e Using a burdened hourly rate approach (number of sites x hours x “burdened hourly

rate”) to get the total three-year firm fixed cos

t“ZG

Specifically, the submittal forms differed as follows:

RFP 08-001, Attachment 4-Part 11

RFP 09-002, Annex A

The Vendor providing the Quality Assurance
Inspection Services shall submit one firm fixed
price for the quality control oversight
inspection services of the 94 sites as shown in
Chapter 111, Annex A & D of this IRHTP RFP
08-001; Various sites will be installed over a
three-year period ending Dec 31, 2011. For the
purpose of this response, the vendor shall
assume all 94 sites will be built. In the event
sites are added or dropped, IRHTP will
negotiate adjustments with the winning vendor.

The firm fixed price must include not only the
firm fixed fee, but all costs such as, but not
limited to: travel, lodging, meals,
communications, office supplies, and other
specific resources to do the job.

Costing Model One - Sixty Six (66)
Constructed Sites

Coordination meetings, problem resolution
and resolution of administrative issues on site.
8 hours

Site Construction Quality Assurance Spot-
Checking
8 hours

Completion of Final Link-Segment Checklist
with contractor and the HCP representative.
(May require dedicated travel)

8 hours

Re-inspection for release of retainage and the
completion of the final site checklist
(May require dedicated travel)

'7 See Affidavit of Tony Crandell at § 20, 21.
18 See RFP 09-002 at 2 (Attachment G).

19 Compare RFP 08-001 at 17 with RFP 09-002 at 15.

20 See Annex A to RFP 09-002.




Bid responses containing only an hourly rate
“plus expenses™ will not be considered by the
IRHTP. The bid response must contain the

total three year costs and expenses for each site.

The undersigned submits this total as our firm
fixed price for the Part II Quality Assurance

Inspection Services:

Total three year costs: $

8 hours
Total Hours per constructed site 32 hours

Cost Calculation

Sixty six (66) sites times (x) 32 hours times (x)
the burdened hourly rate

of § equals (=) a Total Three-Year
Firm Fixed Cost of §

Costing Model Two — Nineteen (16) On-Net
Sites

Completion of Modified Final Link-Segment
Checklist with contractor and the HCP
representative.

8 hours

Cost Calculation

Nineteen (19) sites times (x) 8 hours times (x)
the burdened hourly rate of § equals
(=) a Total Three-Year Firm Fixed Cost of

$

Total three year firm Fixed Cost (Cost
Calculation One + Cost Calculation Two)
$ (This is the evaluated cost)

Bid responses containing only an hourly rate
“plus expenses” will not be considered by
the IRHTP.

The undersigned submits the total of

$ as our Total Three-Year Firm
Fixed Costs for Quality Assurance Inspection
Services

Two bids were received in response to RFP 09-002. They were scored as follows:

Criterion Adesta Access Integration
Specialists
Project Experience 15 13.7
15 points
Cost 40 points 353 40
Grasp of Project 25 points 25 25
Vendor Capabilities 14.3 14
15 points
Invoicing and Audit 43 5
5 points




| Total possible 100 points | 94 | 97.7 ]

Based on FCC rules requiring that IRHTP select the most “cost-effective” service
provider,”’ AIS was awarded the bid.?> AIS bid on a subsequent Quality Assurance RFP 12-004,
which was essentially identical to RFP 09-002, except with far fewer sites and hours of work.2?
Mr. Crandell did not help draft the quality assurance services section of that RFP and AIS was
the only bidder for it. Notably, AIS submitted the same “burdened hourly rate” for RFP 12-004
as it had for RFP 09-002.2* AIS was awarded the bid for RFP 12-004.

III. PROCEDURAL HISTORY

On December 21, 2009 and July 12, 2012, AIS received Funding Commitment Letters
from USAC with regard to his services to be performed in connection with FRNs 41446 and
63145. AIS performed the required work pursuant to these two awards. This was AIS’s largest
project since Mr. Crandell had retired in 2002. AIS completed its work in 2012.

Two years later, on September 5, 2014, USAC issued an “Independent Auditor’s Report
on lowa Rural Health Telecommunication Program’s Compliance with Rural Health Care Pilot
Program Rules” (USAC Audit).” With respect to FRNs 41446 and 63145, the USAC Audit

determined that because Mr. Crandell was involved with the IRHTP Pilot Project through his

21 See Pilot Program Selection Order at § 78 noting that it defines “cost-effective” as “the method that
costs the least after consideration of the features, quality of transmission, reliability, and other factors that
the health care provider deems relevant to . . . choosing a method of providing the required health care
services.”

22 Notably, it is questionable whether Adesta would have even been eligible for RFP 09-002 considering
that it was awarded a bid on Part I of RFP 08-001. See RFP 09-002 at 19 (stating “Vendors that received
a RFP 08-001 Part I award to install fiber cannot bid or receive an award under this RFP 09-002.). See
also IRHTP Steering Committee Minutes of November 12, 2008 (showing that Adesta received an award
for Fiber Build and IRUs).

3 Because RFP 09-002 and RFP 12-004 were essentially identical, except for the scope of the project, any
reference to RFP 09-0002 within this appeal would also apply to AIS’s bid for RFP 12-004.

% See Affidavit of Art Spies at 2-3 (Attachment H).

% See Independent Auditor’s Report on lowa Rural Health Telecommunications Program’s Compliance
with Rural Health Care Pilot Program Rules (USAC Audit No. RH2013PP018) (Sept. 5, 2014) (USAC
Audit) (Attachment I).



work on various RFPs, his participation in the competitive bidding process for other RFPs

violated the competitive bidding requirements, which it enumerated as “criteria 1 to 6,” arising

out of various sources.’

6

% See USAC Audit at 9 and 26 providing the “Criteria” as such:

1.

“To select the telecommunications carriers that will provide services eligible for
universal service support to it under this subpart, each eligible health care provider
shall participate in a competitive bidding process pursuant to the requirements
established in this subpart and any additional and applicable state, local or other
procurement requirements.” 47 C.F.R. § 54.603(a) (2008).

“Pursuant to section 54.603 and 54.615 of the Commission’s rules, each eligible
health care provider must participate in a competitive bidding process and follow
any applicable state, local, or other procurement requirements to select the most
cost-effective provider of the services eligible for universal service support under
the RHC support mechanism.” In the Matter of Rural Health Care Support
Mechanism, WC Docket No. 02-60, Order, FCC 07-198, 22 FCC Red 20360,
20412 § 100 (2007) (Pilot Program Selection Order).

“Consistent with the Joint Board’s recommendation for eligible schools and
libraries, we conclude that eligible health care providers shall be required to seek
competitive bids for all services eligible for support pursuant to section 254(h) be
submitting their bona fide requests for services to the Administrator.” In the
Matter of Federal-State Joint Board on Universal Service, CC Docket No. 96045,
Report and Order, FCC 97-157, 12 FCC Rcd 8776, 9133, § 686 (1997) (1997
Universal Service Order).

“We note that vendors or service providers participating in the competitive bid
process are prohibited from assisting with or filling out a selected participants’
FCC Form 465.” Pilot Program Selection Order, 22 FCC Rcd at 20405, § 86,
n.281.

“To further prevent against waste, fraud, and abuse, we require participants to
identify, when they submit their Form 465, to USAC and the Commission any
consultants, service providers, or other outside experts, whether paid or unpaid,
who aided in the preparation of their pilot Program applications . . . . Identifying
these consultants and outside experts could facilitate the ability of USAC, the
Commission, and law enforcement officials to identify and prosecute individuals
that may seek to manipulate the competitive bidding process or engage in other
illegal acts. To ensure selected participants comply with the competitive bidding
requirements, they must disclose all of the types of relationships explained above.”
Pilot Program Selection Order, 22 FCC Rcd at 20415, § 104.

“The competitive bidding rules also ensure that universal service support does not
disadvantage one provider over another, or unfairly favor or disfavor one
technology over another.” Federal Communications Commission, Pilot Program:
Frequently Asked Questions and Answers.

9




On May 6, 2015, AIS received Commitment Adjustment Letters for these FRNs seeking

to recoup disbursed funds pursuant to the audit findings.”’” These Letters seek recoupment of
$142,290.00 for FRN 41446 and $8,160.00 for FRN 63145.

On July 6, 2015, AIS and IRHTP timely submitted appeals to USAC to reconsider the
audit finding and rescind the Commitment Adjustment Letters. These appeals specifically
addressed the audit finding of “service provider involvement in [IRHTP’s competitive bidding
process.” AIS provided an affidavit from Tony Crandell and IRHTP provided an affidavit from
Art Spies to clarify the circumstances surrounding the drafting of the IRHTP RFPs and describe
the screening measures implemented to comply with the competitive bidding requirements. The
affidavits also addressed IRHTP's communication with its USAC coach regarding the screening
measures and the coach’s representation that there would be no problem with allowing AIS to
bid on RFPs 09-002 and 12-004 for Quality Assurance Inspection Services.

On January 27, 2016, the Administrator issued a decision affirming the audit findings.
AIS now submits this request for review pursuant to 47 C.F.R. §§ 54.719(b) and 55.720(a) for
the WCB to reverse the decision, or in the alternative, grant a waiver pursuant to 47 C.F.R. § 1.3.

IV.  THE ADMINISTRATOR’S DECISION

The Administrator determined that IRHTP did not comply with FCC’s competitive
bidding rules for the following reasons:

e Mr. Crandell performed work on IRHTP’s first RFP for inspection services giving

him access to information that other prospective bidders did not have.

27 See Letter from Rural Health Care Division, USAC, to Tony Crandell/Access Integration Specialists
(May 6, 2015) (Attachment J).

10



e Mr. Crandell worked on IRHTP’s other RFPs for outside fiber plant, network and
site electronics, broadband lit services, and meshed Ethernet services giving him
access to information that other prospective bidders did not have.

e Mr. Crandell’s work on these RFPs coupled with his bid on the scaled-back
inspection services may have discouraged prospective bidders from bidding.?®

These reasons rely on assumptions and speculation that are not supported by the record.
Indeed, the record indicates IRHTP implemented appropriate screening procedures and relied on
representations from its USAC coach to ensure that it met the competitive bidding requirements.
USAC’s decision to recoup these funds reflects a misunderstanding of the circumstances and
unfairly punishes AIS and its owner, Mr. Crandell, for doing precisely what it was told from
USAC itself. As such, AIS requests the WCB reverse the Administrator’s decision or, in the
alternative, waive the competitive bidding requirements based on the unique circumstances of

this project.

L2 QUESTIONS PRESENTED
1. Did Tony Crandell’s participation in drafting RFPs 08-001, 08-002, 10-001, 12-
004 (Outside Plant Fiber and Network Electronics sections only), and 12-005 and
bidding on RFPs 09-002 and 12-004 violate FCC’s competitive bidding

requirements? No.

2. Should AIS and IRHTP be granted a waiver of the competitive bidding
requirements based on the public interest, their good faith actions, and the unique

circumstances of this project? Yes.

28 See Administrator’s Decision at 2.

11




VI.  ARGUMENT

A. The Administrator’s Decision Should be Reversed As the Record Fails to

Demonstrate that Crandell’s Participation in RFP 08-001 Disadvantaged

Other Potential Bidders in RFP 09-002.

The Administrator notes that because of Crandell’s work on various IRHTP RFPs, AIS
had access to information that other bidders did not. This information allegedly included
IRHTP’s needs for inspection services, the bids that IRHTP received for its first RFP for
inspection services, IRHTP’s fiber plant to be inspected, IRHTP’s budget, and IRHTP’s general
competitive and vendor selection processes.?’ Each of these will be discussed in turn.

1. The Same Information Was Available to All Bidders on RFP 09-002,

and In the Event It Was Not, Such Information Was Immaterial to Bidding

on RFP 09-002.

a. IRHTP’s Needs for Inspection Services Were Explicit in the
RFP Itself.

RFP 09-002 described that 66 constructed sites required 32 hours of work per site and 16
on-net sites required 8 hours of work per site. Bidders were required to provide “burdened
hourly rates™ for both models and add them together to calculate the total three-year firm fixed
cost. Part of the reason for putting together this model was to eliminate many of the unknowns
related to the actual schedule of construction and to “provide a level playing field for bid
response evaluation.”® All “needs for inspection services” were clearly identified for all
bidders. Mr. Crandell enjoyed no alleged “advantage” over any other vendor with respect to
knowledge of IRHTP’s “needs”™ for inspection services based on his involvement in helping draft
RFP 08-001. This is partly because IRHTP’s needs for quality assurance inspection services

changed between these two RFPs. RFP 08-001 requested constant supervision, while RFP 09-

2 See Administrator’s Decision at 2.
30 See RFP 09-002 at 12.

12



002 requested periodic supervision or “spot-checking.” These needs were apparent within the
RFPs themselves. No other information was necessary or material to submitting a bid for RFP
09-002. The Administrator erred in concluding Mr. Crandell had unique access to this
information that could have advantaged AIS over other potential bidders on RFP 09-002.

b. Crandell’s Knowledge of the Amount of the RFP 08-001 Bids
Was Irrelevant and Immaterial to Bidding on RFP 09-002.

Mr. Crandell did have knowledge of the amounts of the two bids that IRHTP received for
the first RFP for Quality Assurance Inspection Services (Part II of RFP 08-001). However, that
is not to say that information was relevant to potential bidders in RFP 09-002 or would have
been withheld had it been requested. All potential bidders for RFP 09-002 were aware that this
was the second Quality Assurance Inspection Services RFP.>! Indeed, RFP 08-001 was available
to bidders of RFP 09-002 upon request. Moreover, vendors were explicitly invited to submit
written questions and/or requests directly to Art Spies, IRHTP Project Coordinator. IRHTP
would then prepare written responses which would be shared with all vendors on the IHA
website. The record does not indicate Mr. Spies received questions or requests regarding the
previous bid amounts.

Mr. Crandell’s knowledge of the previous bid amounts was of little, if any, consequence.
As mentioned above, RFP 09-002 used an entirely different formula for vendors to submit bids.
Therefore, the previous bids were out of context and irrelevant to the services contemplated in
RFP 09-002, which were re-defined as “spot-checking” rather than constant supervision as
contemplated in RFP 08-001. Mr. Crandell’s only unique knowledge was that $2.3 million and

$1.3 million were outside the budget at the time the proposals were considered. He had no more

31 See RFP 09-002 at 12 (“Notice: Part I — Quality Assurance Inspection Services of the aforementioned
IRHTP RFP 08-001 is cancelled and is replaced with this IRHTP RFP 09-002").

13



specific knowledge regarding what the budget was, how much was remaining, or how much had
been designated towards Quality Assurance Inspection Services at the November 12, 2008
meeting or at the time of submitting his bid for RFP 09-002. The Administrator’s suggestion to
the confrary is based on speculation, not fact.

In any event, the only other bidder for RFP 09-002 was Adesta, who had submitted the
$1.3 million bid and therefore, had the same knowledge as AIS at the time of submitting the bids
for RFP 09-002. There are any number of reasons to account for the fact that no other vendors
submitted bids for RFP 09-002 that are unrelated to Mr. Crandell’s involvement in RFP 08-001.
First, there appeared to be little interest from the start, as Part II of RFP 08-001 only had two
bidders. Second, RFP 09-002 requested substantially less work, making it less attractive for
larger vendors who tend to direct their resources towards larger projects. Third, any potential
vendors who had received an award for Part I of RFP 08-001 were ineligible to bid RFP 09-002.
For these reasons, the Administrator erred in concluding that any knowledge Mr. Crandell had
concerning the bids for RFP 08-001 provided a competitive advantage and/or discouraged other
potential bidders on RFP 09-002.

¢ All Potential Bidders for RFO 09-002 Had The Same Information
Regarding the Fiber Plant to Be Inspected.

With respect to this factor, the Administrator again makes broad assumptions without
examining the actual circumstances or information provided in the RFPs themselves. Part of the
difficulty IRHTP encountered with RFP 08-001 was grouping outside plant fiber installation and
quality assurance inspection services into one RFP when the sites and locations had not yet been

determined. Therefore, vendors were advised to submit their bids based on the 94 health care

14



locations that had been approved.*> Network maps were provided showing the potential
connections and mileage, yet there were many unknowns.”® Due to these unknowns and the fact
that constant supervision was contemplated, the quality assurance bids for RFP 08-001 were
understandably high. By the time RFP 09-002 was posted, many of these unknowns had been
eliminated. The fiber optic facilities were limited to 66 locations with 16 additional sites that
were already on-net.** None of this information was unique to AIS. It had the same
understanding of IRHTP’s fiber plant to be inspected as any other potential bidder on the project.
This was an improper reason to conclude that AIS was advantaged over other potential bidders
or discourage other prospective bidders.

d. Mr. Crandell Had No Knowledge of IRHTP’s Budget At the Time of

Submitting a Bid for RFP 09-002.

IRHTP’s overall “budget” was public information. IRHTP received a commitment of
$3,316,320.18 per year for 3 years. This represented 85 percent of the total cost.>> Mr. Crandell
had no more specific knowledge of IRHTP’s budget at the time RFP 08-001 was evaluated other
than that $1.3 million was over-budget as noted by the Steering Committee, of which he was not
a part. He did not know what the budget was, how much was remaining, or how much was
designated towards Quality Assurance Inspection Services. There is no indication in the record

for the Administrator to conclude otherwise.

32 See RFP 08-001 Attachment 4 — Part II.

33 See RFP 08-001 Annex A.

3 The Administrator makes much of the fact that RFPs 08-001, 09-002, and 12-004 contained similar
language for “vendor qualifications,” “site inspectors,” and “services requested” and that all three RFPs
requested inspections services for outside fiber plant for the IRHTP network. See Administrator’s
Decision at note 27. Respectfully, such similarities are not material to the issue of whether there was an
unfair advantage and undoubtedly they all requested inspection services for the outside fiber plant
because that was the service being requested. Nothing in footnote 27 is indicative of an unfair advantage
to Mr. Crandell. Moreover, all previous RFPs were public and available to all potential bidders.

35 See Pilot Program Selection Order at Appendix B.
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Moreover, it was no secret that the Quality Assurance RFP had been revised to result in
lower bids. After reviewing the million dollar bids submitted for RFP 08-001, IRHTP reviewed
its need for Quality Assurance Inspection Services and determined that constant supervision was
not necessary. For that reason, it crafted a new RFP (09-002) requesting different services and
providing more information regarding the number and location of sites and number of hours
required. Both of these factors were expected to bring down the amounts of the proposed bids.
Because RFP 09-002 used a completely different formula for submitting bids, any of Mr.
Crandell’s previous knowledge from his work RFP 08-001 was irrelevant and immaterial to his
bid on RFP 09-002. The Administrator erred in concluding Mr. Crandell had knowledge of
IRHTP’s budget that other potential bidders did not have. Moreover, any such knowledge would
have been immaterial to AIS’s bid on RFP 09-002 and the ultimate selection of AIS as the
provider for Quality Assurance Inspection Services.

e. The General Competitive Bidding and Vendor Selection Processes
Were Explicit in the RFP Itself.

Finally, the Administrator alleges that Mr. Crandell’s involvement in RFP 08-001 gave
him an advantage over other potential bidders because he had knowledge of IRHTP’s general
competitive bidding and vendor selection processes. Again, this information was not unique to
Mr. Crandell. This information, including the evaluation criteria, was specifically listed in the
RFP itself. Moreover, because the quality assurance inspection services bids were never
evaluated for RFP 08-001, Mr. Crandell had no “inside knowledge” regarding how the Steering
Committee would assign points for each factor. The competitive bidding and vendor selection
processes were explicitly provided within the RFP itself. The Administrator pointed to no

specific aspect of these processes that was known only to Mr. Crandell. This generalized
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assumption has no basis in the record, is conclusory, and does not demonstrate a competitive
bidding violation occurred.

Overall, the five reasons provided by the Administrator fail to account for the actual
circumstances of RFPs 08-001 and 09-002.*¢ The Administrator essentially concludes that
because Mr. Crandell worked on RFP 08-001, then his bidding on RFP 09-002 must be violative
of the competitive bidding requirements. This black-and-white approach ignores the actual facts
and circumstances as described above. The only information available to Mr. Crandell that was
not available to other RFP 09-002 bidders was the amount of the bids for RFP 08-001. As
explained above, this information provided no advantage and was immaterial given the different
services requested and formula for submitting bids for RFP 09-002. Because the actual
circumstances demonstrate that AIS’s bids for RFP 09-002 and 12-004 were competitive, the
Administrator’s decision should be reversed.

2. Mr. Crandell’s Work on Other RFPs Did Not Inform His Bid for

Quality Assurance Inspection Services on RFP 09-002.

The Administrator notes that Mr. Crandell’s work on IRHTP RFPs for outside fiber plant,
network and site electronics, broadband lit services, and meshed Ethernet services provided him
the alleged advantageous information as described above.>” This statement fails to appreciate the

timing of the various RFPs. The only information AIS had access to prior to submitting its bid

% The only authority the Administrator provides for concluding this conduct violated the competitive
bidding requirements is easily distinguished. See Administrator’s Decision at 6-7, note 30 (describing
that the applicant provided the selected service provider with information about the needs of the project
and what the selected service provider should include in its bid response). Notably, Mr. Crandell was not
the applicant for this project. Moreover, Crandell and Art Spies (the Project Coordinator) never engaged
in any discussions regarding what AIS should include in its bid response for RFP 09-002. See Affidavit
of Tony Crandell at § 27-28.

7 Administrator’s Decision at 5.
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for RFP 09-002 was from Mr. Crandell’s work on RFP 08-001 and 08-002. All other RFPs were
drafted and submitted from 2010 through 2012.%®

Aside from the timing issue, the Administrator’s decision also fails to analyze how
knowledge regarding any of the services requested in these subsequent RFPs would have been
relevant in submitting a bid for Quality Assurance Inspection Services. As explained above, the
scope of RFP 09-002 was limited to the strict formula provided, which required bidders to
submit a burdened hourly rate. No other additional information concerning services performed
by other vendors would have been relevant or informative to the vendors submitting a bid. Even
if it was, the RFP outlined the process for requesting this information from IRHTP.

AIS received no competitive advantage by assisting IRHTP with RFPs for services
unrelated to Quality Assurance Inspection Services. The Administrator’s conclusion to the
contrary is reversible error.

3. USAC Unfairly Punishes AIS For Being a Competitive

Bidder.

Finally, USAC takes issue with Mr. Crandell’s involvement with the IRHTP because his

very association with the project “may have discouraged prospective bidders for the scaled-back

inspection services.”

This is pure speculation. It also ignores the numerous other plausible
explanations that RFP 09-002 had only two bidders, which are unrelated to Mr. Crandell’s work
with IRHTP.* The Administrator’s decision unfairly assumes that it was Crandell’s work on the

IRHTP RFPs and not his broad range of experience and expertise that allegedly discouraged

3% See Affidavit of Tony Crandell at § 13 (describing the RFPs he assisted with included RFP 10-001 for
Broadband Lit services, RFP 12-004 for Outside Plant Fiber and Network Electronics sections only, and
RFP 12-005 for Meshed Ethernet Bandwidth Connectivity).

3 See Administrator’s Decision at 6-7.

0 See supra at 14.
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other vendors from submitting bids. The allegation also insinuates that IRHTP could not be
trusted to make an objective selection based on the evaluation criteria outlined in the RFP.
Essentially, the Administrator jumps to the worst conclusion when AIS and IRHTP are unable to
prove a negative.

Without more, this reason provided by the Administrator should not be considered as a
basis to find a competitive bidding violation. Mr. Crandell’s mere participation in this project
and any perceived consequences inappropriately punishes AIS and IRHTP for actions it
undertook in good faith and overlooks the reasonable conclusion that Mr. Crandell was simply a
competitive bidder. The Administrator has pointed to no authority to the contrary to suggest that
a competitive bidding violation has been found under similar circumstances with similar
i

speculation.’

B. In The Event the Wireline Competition Bureau Finds a Technical Violation
of the Competitive Bidding Rules, There Is Good Cause to Grant a Waiver.

As fully described above, the Administrator’s decision relied on a limited view of the
circumstances of FRNs 41446 and 63145 and broad speculation concerning Mr. Crandell’s
assistance as a technical resource for IRHTP. Upon a closer look of the circumstances, AIS
respectfully submits that a waiver is appropriate should WCB find a technical violation of the
competitive bidding requirements. Under 47 C.F.R. § 1.3, these requirements may be waived

“for good cause shown.” AIS submits good cause exists in this case based on the public interest,

1 Indeed, the Administrator’s citation in support of this reasoning differs drastically from the
circumstances in this case. See Administrator’s Decision at 7, note 31 (understandably finding a
competitive bidding violation where the applicant “surrenders control of the bidding process to a service
provider that participates in the bidding process...”). Mr. Crandell/AIS had no control over the bidding
process for RFP 09-002. The violation described in this footnote would be akin to Mr. Spies (as the
contact person for the RFP) participating in the bidding process. That is clearly not what happened and
Crandell’s involvement in other RFPs was far removed from the RFP he participated in as a bidder.
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the good faith actions of IRHTP and AIS, and the unique circumstances of IRHTP’s project.

Each of these will be discussed in turn.

1 A Waiver Would Promote the Public Interest.

IRHTP’s participation in the RHC Pilot Program has been an overall success. “Between
2007-2013, a total of 118 healthcare locations were added to the IRHTP broadband network
through the Rural Healthcare Pilot Program.”*? This means that rural hospitals are better able to
provide patient care by allowing them to perform additional functions that require access to a
broadband network.

Part of the reason for this success was Mr. Crandell’s willingness to serve as a technical
resource for IRHTP. Given the limited local resources who could have provided similar
assistance, Mr. Crandell’s participation was key to the project’s success. AIS’s bids on the
Quality Assurance Inspection Services (perhaps the least important aspect of this project) were
made only upon approval of the USAC coach. If AIS had known that its participation in the
project as a bidder was going to be challenged, it would have refrained from doing so.

In the context of a Pilot Program, any ambiguities that arise should be interpreted in favor
of the participant, especially under circumstances similar to these. IRHTP obtained firsthand
guidance and approval from a USAC coach for AIS to bid on RFP 09-002, there are no
allegations of fraud or abuse, and the work was appropriately performed and the project
completed as intended. By granting a waiver, the public interest would be served by recognizing
that ambiguities arising in the course of implementing Pilot Programs will not be construed
against participants who otherwise demonstrate good faith compliance with the requirements and

successful implementation and execution of the Program’s goals.

42 See Healthcare, ICN, available at https://icn.iowa.gov/services/healthcare (last visited Mar. 25, 2016).
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2. IRHTP and AIS Acted in Good Faith to Meet the Competitive
Bidding Requirements.

At all times in implementing and executing IRHTP’s project, IRHTP and AIS took their
participation in the RHC Pilot Program seriously. They strived to be meticulous in their
processes and compliant with all requirements. Indeed, they finished the project within the
projected timeframe and budget.

As noted above, participation in a Pilot Program is not without its difficulties. Criteria 1
through 6 (the Competitive Bidding Rules as articulated by USAC), do not address this
situation.*” When faced with an uncertainty, IRHTP turned to its USAC coach for guidance and
followed the instructions provided. It implemented appropriate screening procedures related to
Mr. Crandell, consistent with Committee members’ understanding of competitive bidding
requirements based on involvement in other state and local projects. Upon receipt of the bids, it
objectively considered the evaluation criteria and assigned points to demonstrate transparency in
its decision. These efforts should be taken into account.

It is also noteworthy that beyond cost-effectiveness, one of the main purposes of the
competitive bidding requirements and audit process is to prevent waste, fraud, and abuse.**
There are no such allegations here. All parties acted in good faith in their respective roles. In
the context of a Pilot Program, these good faith actions provide good cause to grant a waiver in

such limited scope.

3. The Unique Circumstances of IRHTP’s Project.
Mr. Crandell is one of the few individuals in Jowa with a comprehensive understanding

of the ICN system based on his work as a Project Manager and eventual Senior Systems Design

4 See supra, note 26.
4 See Pilot Program Selection Order at 4 95.
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Engineer for the State of lowa for 24 years.* Mr. Crandell’s technical expertise was crucial to
the implementation and execution of the IRHTP project. However, this technical expertise also
made AIS a competitive bidder. The most important point to consider is that Mr. Crandell was
never on both sides of the same RFP. The Administrator demonstrates little consideration of this
fact and finds a violation merely based on Crandell’s work as a drafter for one RFP and a bidder
for another without considering whether there is an actual relation between the two.
Respectfully, the above discussion of the differences between the two RFPs demonstrates
that the goals and purposes of the competitive bidding requirements remained intact with respect
to Mr. Crandell’s work on the different RFPs. In the event this approach technically violated the
competitive bidding requirements, a waiver should be allowed based on the circumstances which

demonstrate that the overall purpose of those requirements was achieved and no harm resulted.

VII. CONCLUSION AND REQUEST FOR RELIEF

At most, the circumstances demonstrate an appearance of impropriety. However, a close
look at the circumstances surrounding the various RFPs and the content of the RFPs themselves
shows that the competitive bidding requirements were met for RFPs 09-002 and 12-004. The
Administrator relied on speculation not supported by the record to conclude that AIS’s bid in
RFPs 09-002 and 12-004 was not competitive. The documents indicate otherwise. For all the
above reasons, AIS requests that the Administrator’s decision be reversed. In the alternative,
AIS requests a waiver of any technical violation of the competitive bidding requirements based
on the public interest, the good faith actions of IRHTP and AIS, and the unique circumstances of

the project.

% See Affidavit of Tony Crandell at § 5-8.
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Introduction

The purpose of the IRHTP program is to improve equity, access, quality, security and efficiency
of medical services especially in rural lowa through the use of various telehealth and
telemedicine applications. IRHTP’s vision is to have all lowa hospitals connected to a secure,
resilient broadband network. This state wide healthcare network will provide a cost effective
Ethernet service and up to one (1) gigabit of capacity to each site.

The lowa Rural Health Telecommunications Program (IRHTP) is a consortium of 86 lowa rural
and urban hospitals and two South Dakota hospitals with the purpose to connect willing hospitals
and other providers in Jowa and surrounding states to a dedicated broadband fiber network using
existing lowa communications Network (ICN) infrastructure. The IRHTP network was built
using FCC Rural Health Care Pilot Program funding. The network has been operational since
September 2010.

A. Towa Rural Health Telecommunications Program Goals and Objectives

Equity
a. Provide hospitals increased bandwidth for applications of their choosing.
b. Introduce user choice in rural area(s) that may not have cost effective broadband
service.
Access

a. lmprove access to quality medical service in rural lowa through the use of various
telemedicine, clinical and administrative applications by participating hospitals and
providers using the IRHTP network.

b. Improve access to and availability of clinical and administrative information and
education programming to participating hospitals and providers.

c. Improve connectivity of lowa hospitals with parent health systems located in lowa
and surrounding states.

d. Provide connectivity to willing hospitals and providers in lowa and surrounding
states.

1. Assure the IRHTP broadband network core and fiber pathway can support
future additional sites.
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Quality

a. Provide more timely diagnosis and initiation of appropriate treatment or transfer of
patients in rural JTowa communities.

b. Provide rapid access to, and transmission of, patient data and information between
hospitals and other eligible providers improving coordination and quality of patient
care.

c. Facilitate reporting of clinical quality data to various local, state and federal
government agencies and payers.

Security

a. Continue collaboration with lowa Homeland Security and Emergency Management
and the lowa Department of Public Health to prepare for, respond to and mitigate
disasters.

Efficiency

a. Leverage current and future lowa broadband assets, to extend broadband service to
rural and urban health care providers throughout Iowa and surrounding states.

B. Strategy for aggregating the specific needs of health care providers

The network design and broadband capacity described in section C (below) allows for and
facilitates connectivity and use of various applications noted in section D by participating urban
and rural hospitals and other health care providers in lowa and surrounding states. The
bandwidth capacity provides sufficient flexibility to implement future broadband services and
programs. A key current and future use of the network is in the transmission of large clinical
files and health information in a timely basis. Rapid transmission of clinical data enhances the
quality and timeliness of care provided to urban and rural patients. The IRHTP board monitors
the operation of the network and approves needed changes and additions to maintain and
enhance the value to and use of the network by participating health care providers.

C. Strategy for leveraging existing technology for the most efficient and cost effective

means of connecting HCPs.

Network Design
Last mile fiber connection for 86 lowa Hospitals, Radiology Consultants of lowa, lowa
Radiology, the lowa Hospital Association and two South Dakota hospitals to the closest
appropriate ICN Point of Presence (POP) with up to 1 gigabit Ethemet electronics connection
from each hospital to one of 18 ICN aggregation points and using Internet Protocol
(IP)/Multiprotocol Label Switching (MPLS) electronics to connect the 18 aggregation points
with a resilient (10) gigabit backbone has been completed.

Network fiber and electronics provides an engineered solution for a statewide health care
network. The design takes into account current assets, network topology, fiber constraints,
available technology, and service requirements. The network design has an Ethernet/MPLS
Edge Switch with a one (1) gigabit trunk connecting the hospital or other eligible provider to the
closest appropriate ICN POP. Optics either within the Edge Switch or at the ICN POP provide a
Course Wave Division Multiplexing (CWDM) wavelength which is then multiplexed onto a




CWDM transport network. The CWDM wavelength services may pass through multiple
regeneration sites or may terminate directly at one of eighteen (18) core switching sites. At the
core switching sites, all CWDM traffic is de-multiplexed and terminated on an MPLS Core
Switch. The Core Switch aggregates all data flows and tunnels data as appropriate through
multiple ten (10) gigabit MPLS trunks. Each of the eighteen (18) MPLS Core Switches is
interconnected via a Dense Wave Division Multiplexing (DWDM) infrastructure to form a
resilient statewide health care backbone.

The IRHTP is collaborating with the ICN for this project because of the following benefits it
currently brings to the state:

a.The ICN has over fifteen (15) years of fiber optic network administration, design,
engineering and maintenance experience.

b.The IRHTP can utilize the currently installed statewide fiber backbone, wavelengths,
aggregation facilities, and points of presence to provide a cost effective broadband
service.

¢.Once installed, documented, and accepted the ICN is responsible for maintaining and
managing all transport systems into perpetuity.

d.Once installed, documented and accepted the ICN is responsible for all fiber locates,
relocates, and maintenance.

¢.The ICN provides a lower uniform fee structure regardless of urban or rural status, location
or distance. Connection and usage fees will be based on bandwidth used by each
hospital. The fees paid to the ICN will sustain the program.

f. There is a history of state funding to support administration and maintenance of the fiber
network.

2. The ICN backbone is “in ground” versus strung on poles.

h.The ICN has resilient gigabit connections providing Internet and Internet2 service to its
authorized users.

i. lowa Homeland Security and Emergency Management already uses the ICN for video
conferencing and data services.

j. Currently, all Iowans are within fifteen (15) minutes of an ICN site. The ICN, an existing
statewide broadband network, provides three (3) to four (4) points of presence in all
ninety-nine (99) lowa counties.

D. How the supported network will be used to improve or provide health care delivery
Applications developed and initiated by IRHTP participating hospitals, systems and
providers include: transmission of various image files, PACS consolidation, remote radiology
reads, specialty consultations (e.g. cardiology, dermatology and psychiatry), remote ICU and
pharmacy monitoring (e-ICU, e-pharmacy), administrative (e.g. billing) and clinical data
(e.g. EMR) transmission, various patient portals, healthcare Intranet, clinical and non-clinical
education and training programs provided on a network-wide basis (distance learning) and
consolidation or centralization of various back office and IT functions (remote server
hosting, remote server back-up and storage, health IT service, centralized billing and
accounting). Enterprise activities of hospitals in the same system will initiate similar
applications but just for their system hospitals.




E. Previous experience in developing and managing health information technology

The Iowa Rural Health Telecommunications Program (IRHTP) is a consortium of 86 Iowa rural
and urban hospitals and two South Dakota hospitals and is an lowa private not for profit
corporation. IRHTP has a management agreement with The lowa Hospital Association (IHA) to
supervise, operate and manage IRHTP on a daily basis.

For the FCC Rural Health Care Pilot Program (2007 — 2013) the lowa Hospital Association (ITHA)
functioned as the project coordinator and administrator for the lowa Rural Health Telecommunications
Program (IRHTP). The project coordinator was Arthur J. Spies Senior VP with the lowa Hospital
Association. General project administration / management included:

Manage the administrative aspects of the build-out of the approved network,

Complete and submit program forms and supporting documentation; sign off on certifications,
invoices, etc.

Serve as primary point of contact for the project

Communicate any requirements / requests to participating entities

Assure administrative project documentation

Maintain project files, and

Prepare for any audits.

During 2009 —2013:

Provided each participating hospital with their actual cost (15% share) for final approval.

Negotiated contracts with each of the vendors.

Estimated network build-out cost from IRHTP proposal was $11,704,632. IRHTP has made

contract awards totaling $11,704,632 and $11,279,545 has been invoiced.

There are 86 lowa hospitals in 88 locations and 2 South Dakota hospitals participating in the project.
The network core was operational in September 2010.

Electronics for hospitals built out in 2009, 2010, 2011 and 2012 have been ordered and

received. Installation of hospital electronics will occur when the last mile connection has been
completed, tested and accepted.

IHA is invoicing connected hospitals for the monthly maintenance costs and replacement of network core
electronics. The ICN is billing connected hospitals for the circuit fee and internet access.

Twenty-seven 466A funding request packages have been submitted with funding commitment letters
received from FCC/USAC. Form 467 has been submitted and acknowledged for each award.

Actual construction has been completed in 71 locations and 14 indefeasible right of use (IRUs) contracts
have been completed. Fiber is now ready at 89 sites (98.9% complete).

Iowa Falls and Sigourney will be completed in 2013.

Electronics have been installed at 97.8% of the hospital sites at Radiology Consultants of lowa,

lowa Radiology and [HA.

Applied for was awarded FCC Bridge Funding to pay for 85% of the circuit fees for hospitals connected
and using the IRHTP network as of May 30, 2012. Bridge funding is for the period July 2012 — June
2013. Invoicing was completed in July 2013.



With completion of the IRHTP network funded by the FCC Rural Health Care Pilot Program, IRHTP is
transitioning to the FCC Healthcare Connect Fund program to provide ongoing support from the FCC for
circuit and Internet fees of participating IRHTP consortium hospitals and other eligible providers.

IRHTP is contracting with the ICN for operating and maintaining the network because the ICN
has over fifteen (15) years of fiber optic network administration, design, engineering, operation
and maintenance experience. The IRHTP utilizes the currently installed statewide fiber
backbone, wavelengths, aggregation facilities, and points of presence to provide a cost effective
broadband service. The IRHTP broadband network has been operational since September 2010.
The above administrative experience and the contract with the ICN, IRHTP is positioned to
successfully administer the growth and operations of the IRHTP network.

F. Project Management Plan

The lowa Rural Health Telecommunications Program (IRHTP) is an Iowa private not for profit
corporation and is applying for 501 (c) (6) status from the IRS. IRHTP has a management
agreement with The lowa Hospital Association (IHA) to supervise, operate and manage IRHTP
on a daily basis. JRHTP has a 20 years agreement with the ICN to operate and manage the
broadband network on behalf of IRHTP.

Initial IRHTP board members are:

Name Title Hospital/Organization City, State

Steve n Baumert President/CEO Jennie Edmundson Hospital Council Bluffs, [A

Scott Sylliaasen Technology Director Sanford Health Sioux Falls, SD

James Burkett Jr. Director Technology Avera Health Sioux Falls, SD
Services

Lee Carmen Assoc. VP Information | U of lowa Hospital and Clinics | Towa City, [A
systems

Scott Curtis Administrator/CEQ Kossuth Regional Health center | Algona, IA

Fred Eastman

Director

MRTC Telemedicine Project

Des Moines, 1A

Robert Frieden

CIO/VP Information
Services

Genesis Health System

Davenport, 1A

Randy Haskins Site Director Mercy Medical Center-North Mason city, [A
Towa
David Hickman Dir. Clinical Mercy Health Network Des Moines. IA
Integration

Joseph LeValley

Senior VP Planning

Mercy Medical Center-Des
Moines

Des Moines, A

Michael Myers CEO Veterans Memorial Hospital Waukon, TA

Jeff Cash CIO Mercy Medical Center Cedar Rapids, 1A
Arthur J. Spies Executive Director IRHTP Des Moines, 1A
Exofficio non-voting

David Swanson ICN Des Moines, 1A

Exofficio non-voting




The business and affairs of the Corporation are managed under the direction of the board of
directors. The board of directors may authorize any officer or officers, agent or agents, to enter
into any contract or to execute and deliver any instrument in the name and on behalf of the
Corporation, and such authority may be general or confined to specific instances. Because the
ICN is a service provider, David Swanson while non-voting will not participate in any board
deliberations on RFPs the ICN has or will submit a bid for.

The board appointed Arthur J. Spies as Executive Director who shall be responsible to the board
of directors. The Executive Director oversees the day to day operations of the corporation and
carries out policy as determined by the board. The Executive Director has authority to sign,
execute and acknowledge all contracts, checks, deeds, mortgages, bonds, leases or other
obligations on behalf of the corporation. The Executive Director may sign in the name of the
corporation reports and all other documents or instruments which are necessary or proper to be
executed in the course of the corporation’s business.

Through an agreement with the ICN for administration, operation and maintenance of the
dedicated network, use of the network will be initiated by hospitals contracting with the ICN for
broadband service. The cost of maintaining the new last mile fiber connections, network
electronics, co-location fees and wavelength service fees will be covered by standardized
monthly connection and bandwidth fees. Under lowa statute, the monthly circuit fees (rates)
charged by the ICN for broadband usage must cover the costs of operating and maintaining the
dedicated health care network. Standardized circuit and Internet fees based on broadband usage
will provide a sustainable operational model for all members of the consortium. The FCC
Universal Services Rural Health Care Program or the FCC Healthcare Connect Fund program
may be used by IRHTP eligible rural hospitals and providers to help pay for circuit and Internet
fees.

There are four types of costs associated with the network which are:
¢ Operation and maintenance of the fiber and network,
e Future replacement of the electronics,
e Management of IRHTP, and
e Provision of circuits.

These costs are recognized as allowable costs and will be incorporated into each hospital’s payment by
various third party payers (e.g. Medicare, Medicaid, commercial insurance companies and health plans)
for the care provided to patients. The IRHTP program has 64 critical access hospitals that are reimbursed
by Medicare at 101% of allowable costs attributable to acute inpatient. outpatient and swing bed care.

The maintenance and operation costs are based on actual experience of the ICN in maintaining fiber and
electronics. The monthly maintenance fees will be adjusted annually based on actual experience of the
IRHTP network. The monthly maintenance fee is estimated to be $329 per connected user.

Funding for future replacement is achieved through depreciating the assets over their useful life and
funding (saving) the reimbursed depreciation expense. The monthly equipment replacement fee is $265.
The management fee for IRHTP by the IHA will also be incorporated into the monthly bill. The fee for
2014 will be $106 per month per participating provider. IRHTP will administer the equipment
replacement fund on behalf of the participating hospitals and other users.



The circuit fees were developed and based on the cost incurred by the ICN to provide circuits. The fees
are determined on the bandwidth used and the distance from the network core. The longer the distance
from the network core the higher the fee.

Monthly fees for bandwidth, maintenance, equipment replacement and management will be collected
from each user of the network.

Jowa Rural Health Telecommunications Program
Revenue and Expense Projections

2013 2014 2015 2016 2017
Network
Revenue
Fiber and $319,788 $343,476 $355,320 $363.,216 $363,216
Electronics
Maintenance
Electronics $257,580 $276,660 $286,200 $292.560 $292,560
Replacement
Management 50 $114,500 §114,500 $117,024 $120,000
Agreement
Total Revenue | $577,368 $734,636 $756,020 §$772,800 $772,800
Network
Expense
Fiber and $314,970 $330,320 $343,500 $343,500 $344,000
Electronics
Maintenance
Management $0 $114,500 $117,860 $121,350 $125,000
Fee
Total Expense | $314,970 §444 820 $461,360 $464,850 $469,000
Operating $262,398 $289.816 $294,660 $307,950 $303,800
Revenue over
Expense
Electronics ($257,580) (8276,660) ($286,200) ($292,560) ($292,560)
replacement
fund
Net Revenue $4.818 $13,156 $8.,460 $15,390 $11,240
Hospital sites 81 87 90 92 92

Future maintenance and operations fees will be adjusted for actual experience. Circuit and Internet fees
will be billed by the ICN. Participating hospitals and other providers will be responsible for paying 35%
of the monthly fees and the Healthcare Connect Fund will pay 65% of the monthly fees.







AFFIDAVIT OF TONY CRANDELL

I, Tony Crandell, swear or affirm:

Background

1. My name is Anthony Gene Crandell and I am the sole proprietor of Access
Integration Specialists (AIS), which I formed in late 2002.

2 I have no criminal history and have never been charged with a crime beyond a
speeding ticket.

3. I served in the National Guard from 1963 through 1986.

4. I worked in law enforcement from 1969 to 1977. I was the Chief of Police for the
City of Lamoni from 1969 to 1972 and the Chief Deputy for Decatur County from
1972 to 1977.

S. I then worked for the State of lowa as a project manager beginning in 1978 in the
communications division of General Services and then for the lowa
Communications Network (ICN) under the Iowa Telecommunications and
Technology Commission once it was formed in 1994.

6. This experience provided me with extensive knowledge of and experience with
Iowa’s broadband networks.

7. I retired from state public service in 2002 as a Senior Systems Design Engineer.

8. I then did project management work for Merit Resources, the Department of
Homeland Security, and the lowa National Guard. I also did RFP drafting as part
of my work with Homeland Security.

9. In 2006, ICN and AIS entered into a three-year contract. [ was contracted to
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11.
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perform project management services as needed and requested by ICN as an
independent contractor.

This included work on ICN’s accounting/billing system and coordinating the
installation of telephone systems for the Department of Human Services.
From 2007 to 2013, I continued working with the Jowa National Guard on a
voluntary basis as a coordinator for the state search and rescue committee and

gave communications seminars for Homeland Security.

Scope of Work With Iowa Rural Health Telecommunications Program
(IRHTP)

I did not assist with the application for Rural Health Care Pilot Program funding

in 2007.

After the award was made in 2008, my technical expertise and assistance was

requested and I assisted Art Spies, Project Coordinator for IRHTP, with drafting

and evaluating the following Requests for Proposal (RFPs):

i RFP 08-001 (Outside Plant Fiber) (USAC RFP #00)

. RFP 08-002 (Network and Site Electronics) (USAC RFP #01)

® RFP 10-001 (Broadband Lit services) (USAC RFP #03)

. RFP 12-004 (Outside Plant Fiber and Network Electronics sections only)
(USAC RFP #05)

e RFP 12-005 (Meshed Ethernet Bandwidth Connectivity) (USAC RFP

#04).
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While USAC refers to me as a “consultant,” I did not consider myself as such
because the network design was already in place. I was the drafter for the above-
identified RFPs.

In fact, Mr. Spies and the Steering Committee reviewed the RFPs and had the
final say on their content.

The bids received for the Quality Assurance Inspection Services for RFP 08-001
(USAC #00) were too expensive and therefore, no evaluations were performed.
AIS did not bid on this RFP.

IRHTP determined it would have to submit another RFP for Quality Assurance
Inspection Services that better identified the needs of the project.

I inquired whether AIS would be prohibited from bidding on a second Quality
Assurance Inspection Services RFP.

To my understanding, Mr. Spies discussed this inquiry with the USAC coach,
Barbara Sheldon, and Ms. Sheldon not see a problem with AIS bidding as long as
I did not assist with the drafting of the second RFP (RFP 09-002).

The USAC coach and Mr. Spies were fully aware of AIS’s relationship with ICN
and my experience and knowledge of the ICN network from my prior work
experience with the state and as an independent contractor.

That experience had little relevance to RFP 09-002, as RFP 09-002 used a
“burdened hourly rate” approach where IRHTP identified the number of sites and
hours of work. The bidder then simply had to provide its burdened hourly rate,
which included all expenses. See RFP 09-002 Sections 3.1, 3.8, and 3.13

3
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(describing the burdened hourly rate requirements). See also Annex A to RFP 09-
002 (providing a model form for all bidders to complete).

This approach was entirely different than the Quality Assurance Inspection
Services request in RFP 08-001 (USAC RFP #00), which was more of a general
request that did not identify the hours or type of work required.

RFP 08-001 was available for review to all bidders on 09-002 upon request. See
RFP 09-002 at 2.

I did not assist with drafting RFP 09-002 (Quality Assurance Inspection Services)
(USAC RFP #02) nor the Quality Assurance Inspection Services section of RFP

12-004 (USAC RFP #05), which also used the burdened rate approach.

AIS Bidding
Based on the USAC coach’s representation concerning the propriety of a bid from
AIS on a second Quality Assurance Inspection Services RFP, AIS bid on RFP 09-
002 (USAC RFP #02).
During this time, I continued to work with IRHTP and Mr. Spies on the other
RFPs we were drafting and evaluating.
We did not discuss RFP 09-002 (USAC RFP #02) while the bidding was open.
I also did not discuss RFP 09-002 (USAC RFP #02) with ICN.
AIS was awarded the contract FRN 63145 over one other bidder.
AIS scored lower than the other bidder on project experience and vendor
capabilities. It scored higher on cost and invoicing and audit compliance.

-



32. I had no knowledge of how my bid for RFP 09-002 would be considered as the
bids for RFP 08-001 (USAC #00) were never evaluated and RFP 09-002 used a
different submission calculation.

33. Because I had bid and won the contract on RFP 09-002 (USAC RFP #02), I also
did not participate in drafting or evaluating the Quality Assurances Services
section of RFP 12-004 (USAC RFP #05).

34.  AIS was the only bidder for the Quality Assurances Services section of RFP 12-
004 (USAC RFP #05).

35. AIS bid the same price as it had for RFP 09-002 (USAC RFP #02).

36. AIS won the contract for FRN 63145.

ICN Bidding

37.  Indrafting RFP 08-001 (USAC RFP #00), RFP 08-002 (USAC RFP #01), RFP
10-001 (USAC RFP #03), limited sections of RFP 12-004 (USAC RFP #05)
(excluding the Quality Assurance Services section), and RFP 12-005 (USAC RFP
#04), my role was to provide independent technical expertise that adequately
identified the needs of the project.

38.  In evaluating the aforementioned RFPs, I objectively considered the factors
outlined in each RFP.

39.  Idid not draft or evaluate the bids for these RFPs in my capacity as an
independent contractor for ICN.

40.  While these RFPs were pending, ICN and AIS had no conversations related to the
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RFPs.

At no point did ICN attempt to influence my decision on how to draft and
evaluate the RFPs I was working on.

My work as an independent contractor for ICN during this time in no way
influenced my drafting or evaluation of the RFPs.

ICN’s role, in providing the backbone network infrastructure, was contemplated
by the application for the Pilot Program funding, which was filed by the lowa
Hospital Association (IHA) and ICN.

The application, like many others, requested a waiver from the competitive
bidding requirements due to Iowa’s unique statewide network and ICN being the
obvious cost-effective choice.

The FCC denied these waiver requests reasoning that the competitive bidding
process was necessary to ensure that the identified service providers were the
most “cost-effective.” See Pilot Program Selection Order at § 101.

IRHTP complied and conducted competitive bids for all RFPs.

Unsurprisingly, ICN was the only bidder for RFP 12-005 (USAC RFP #04).

It was awarded FRN 68296.

AIS did not do any work on FRN 68296 as an independent contractor.
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{00013294} 7






Federal Communications Commission FCC 07-198

Before the
Federal Communications Commission
Washington, D.C. 20554

In the Matter of )
) WC Docket No. 02-60
Rural Health Care Support Mechanism }
ORDER
Adopted: November 16, 2007 Released: November 19, 2007

By the Commission:  Chairman Martin and Commissioners Copps, Adelstein, Tate and McDowell
issuing separate statements.

TABLE OF CONTENTS

Heading Paragraph #
II. BACKGROUND ...ttt ee et st b b e bs s as e b es b e b e ebeessar e ss e beebeebseesserseebaesbersarbeeseensens 8
A. Rural Health Care Support MECRANISI ......vveiivvieeiiie i sa e s s sia e ense e 8
B. Rural Health Care Pilot Program ................................................................................................... 14
A. Overview of Apphcanls ................................................................................................................. 24
B. Scope of Pilot Program and Selected Participants..........c.cocceiiiiiiciiiiciisiieecrescievece e 31
C. Qualifications of Selected Participants .....cisimiiiiiniininm il 37
0. Denied ApPleations: i, e ms s i i i s Fer i S i s e 56
E. Pilot Program AdminiStratiOn ......c.eeiirieiiiireeirisasossissisessenesssssesieesbesserasesebessseeassssessesaessasessnsees 70
1. Eligible Health Care PrOVIAEIS.....co.ccuiiiuiiiiieiiiiiciecitectcteetaevtes et bbb ae bbb eberbeebsenans 71

2. Rural Health Care Pilot Program Network Components Eligible and Ineligible for
UGN 05 o s oo v s v i s s s i s o O 3 RS 0 T 40 B A S S 74
3. Eligible Sources for 15 Percent of Non-Funded Costs.......ccumivmmiinismmiimmissmimrsmisisis 77
N a8 T 3 T 78
5 Network Modifieati O i i i s o s e e T M s s T 80
6. Public Safety and Coordination for EMergencies ...........ccoveiiiiioiiinneeiice e 81
7. Forms and Related Program ReqUIrements...........cocevieierieeiiciiirieieiceeceercevscevseveeveseeveeeneeseens 83
BT T OSSO 99
a. Competitive BIAAINZ ....ooouiiiiiiiiiieiii ittt bbbt ebe e 100
b. Restriction 0n Resale ........cccooiiiiiiiiiiiei i e s ee s snneeneees 109
€ BIEIDIIEY coveitiorictieiet ettt bbb bbb bbb bbb bbb rrers et erteen 109
A SEVACE Bl EIDIIIEN v nviassiivssvasins s vas sassvors vasssasisssssissdosods s5buness 0SsEoaas FUFRASSR VS eSusi Vo 110
& PG A IR . couvcuunionmamiss onem s A ved s o e s S RN e e KR 111
£ DISHIBUERE SUPPOTT oo vt s sy S v s s S S T s S by 113
. Funding Year 2006 Deadline . ..ummisiamimsiniinma o iversivisris s st din ivdsivsiivissassiva 117
h. Other Waiver Requests.... e R R R s e e T8
9. Other Administrative Issues.. T e L b Ty Py PRI M Py by TS Y AL Mty M (112
IV. OVERSIGHT OF THE PILOT PROGRAM ...................................................................................... 125
V. REPORTING REQUIREMENTS......ccutiittttitmiiiirtireeseors e teere e eseebestae s sssebaessaersessesssansassassessanse 126
VI. PROCEDURAL MATTERS .....ooooiiiiiiiiiiieit ittt ettt e ess et aaasnt s snsenessasenne e e sn s 130
A:  Papetwork REdUCHON ACE ATAIVEIS s ivursminirimsesesnismimmms i iivsseinisisississimd s o isinass 130
VIT.OR DERINGCTLATIS B covcosnumunis s sosasisssiasonesssson pissassss s s s s bns s fovisasdmia s s iy 131

ATTACHMENT C



Federal Communications Commission FCC 07-198

Appendix A: List of Pilot Program Applicants

Appendix B: Selected Pilot Program Participants and Maximum Support Amounts
Appendix C: Denied Pilot Program Applications

Appendix D: Pilot Program Participants Quarterly Data Reports

Appendix E: FCC Form 465 Spreadsheet

Appendix F: FCC Form 466-A Spreadsheet

Appendix G: FCC Form 466-A Network Costs Worksheet

L INTRODUCTION

1. In this Order, we select participants for the universal service Rural Health Care (RHC) Pilot
Program established by the Commission in the 2006 Pilot Program Order pursuant to section
254(h)(2)(A) of the Communications Act of 1934, as amended by the Telecommunications Act of 1996
(1996 Act).! The initiation of the Pilot Program resulted in an overwhelmingly positive response from
those entities the Commission intended to reach when it established the program last year — health care
providers, particularly those operating in rural areas. Exceeding even our own high expectations, we
received 81 applications representing approximately 6,800 health care facilities from 43 states and three
United States territories. As detailed below, 69 of these applicants have demonstrated the overall
qualifications consistent with the goals of the Pilot Program to stimulate deployment of the broadband
infrastructure necessary to support innovative telehealth and, in particular, telemedicine services to those
areas of the country where the need for those benefits is most acute.’

2. Accordingly, selected participants will be eligible for universal service funding to support up
to 85 percent of the costs associated with the construction of state or regional broadband health care
networks and with the advanced telecommunications and information services provided over those
networks.” In addition, because of the large number of selected participants, we modify the Pilot Program
so that selected participants may be eligible for funding for the appropriate share of their eligible two-year
Pilot Program costs over a three-year period beginning in Funding Year 2007 and ending in Funding Year
2009. By spreading the two-year costs over a three-year commitment period, we are able to increase the
available support for selected participants from the amount established in the 2006 Pilot Program Order
to approximately $139 million in each funding year of the three-year Pilot Program. This will ensure that
all qualifying applicants are able to participate in the Pilot Program and yet do so in an economically
reasonable and fiscally responsible manner, well below the $400 million-dollar annual cap, and enable
selected participants to have sufficient available support to achieve the goals and objectives demonstrated
in their alpplicaltionsf1 For the reasons discussed below, we also deny 12 applicants from participating in
the Pilot Program because these applicants have not demonstrated they satisfy the overall criteria,
principles, and objectives of the 2006 Pilot Program Order.

3. In light of the many applications we received seeking funding and the wide range of network
and related components for which support is sought, we further clarify the facilities and services that are
eligible and ineligible for support to ensure that the Pilot Program operates to facilitate the goals set forth

147 U.S.C. § 254(h)(2)(A); 47 U.S.C. §§ 151 et seq.; Telecommunications Act of 1996, Pub. L. No. 104-104, 110
Stat. 56 (1996); Rural Health Care Support Mechanism, WC Docket No. 02-60, Order, 21 FCC Red 11111, para. 1
(2006) (2006 Pilot Program Order).

* See 2006 Pilot Program Order, 21 FCC Red at 11111, para. 1. See Appendix B for a list of the Pilot Program
selectees,

3 See 2006 Pilot Program Order, 21 FCC Red at 11111, para. 1.

* In the 2006 Pilot Program Order, the Commission established a cap for the Pilot Program in an amount not to
exceed the difference between $100 million and the amount committed under the existing RHC support mechanism
for the Funding Year. See id.




